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INDEPENDENT AUDITORS' REPORT

Honorable Mayor and Members
of the City Council
City of Ozark, Alabama

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the City
of Ozark, Alabama (the “City”), as of and for the year ended September 30, 2017, and the related
notes to the financial statements, which collectively comprise the City’s basic financial statements
as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did
not audit the financial statements of the Ozark City Board of Education, which is 100 percent of the
assets, net position, and revenues of the discretely presented component unit. Those statements
were audited by other auditors whose report has been furnished to us, and our opinion, insofar as it
relates to the amounts included for the Ozark City Board of Education, is based solely on the report
of the other auditors. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’ judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
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no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Opinions

In our opinion based on our audit and the report of other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, the discretely presented component unit, each
major fund, and the aggregate remaining fund information of the City, as of September 30, 2017,
and the respective changes in financial position and, where applicable, cash flows thereof, and the
respective budgetary comparison for the General Fund, Special Ad Valorem I, and Special Ad
Valorem lI, for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis (pages 4-15), schedule of funding progress for the retiree
health plan (page 64), schedule of changes in net pension liability (page 65), and schedule of
employer contributions (page 66) be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the GASB, who
considers it to be an essential part of financial reporting for placing the basic financial statements in
an appropriate operational, economic, or historical context. We and other auditors have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not express
an opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements. The combining and individual nonmajor
fund financial statements and schedules of bond amortization requirements are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements and schedules of bond
amortization requirements are the responsibility of management and were derived from and relate
directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of
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the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, based on our audit, the procedures performed as described
above, the combining and individual nonmajor fund financial statements and schedules of bond
amortization requirements are fairly stated, in all material respects, in relation to the basic financial
statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March
21, 2018, on our consideration of the City’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an
opinion on internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards in considering the City’s
internal control over financial reporting and compliance.

Cam, ’?«770 £ an, Le.C,
CARR, RIGGS & INGRAM, L.L.C.
Enterprise, Alabama

March 21, 2018



Management’s Discussion and Analysis

The City of Ozark, Alabama’s (the “City”) Management’s Discussion and Analysis (“MD&A”) is a
narrative overview of the financial activities of the City for the fiscal year beginning October 1,
2016, and ending September 30, 2017. We encourage readers to consider information presented
here along with the City’s financial statements, which follow this section. The intent of the MD&A is
to provide a brief, objective, and easily readable analysis of the City’s financial performance for the
year and its financial position at fiscal year-end September 30, 2017.

Financial Highlights
From the Government-Wide Financial Statements

» The City’s governmental activities total net position is $20,892,629 and is less than prior year
by $280,030. Net investment in capital assets of $23,860,898 increased $411,774 and reflects
acquisitions of leased equipment for the Police Department, the Fire Department, the Street
Department and the Leisure Services Department. Restricted net position of $564,351 reflects
an increase of $206,064 in earmarked funds for grant purposes, debt service obligations and
street resurfacing. The deficit unrestricted net position of $3,532,620 reflects the impact of
GASB Statement No. 68, Accounting and Financial Reporting for Pensions (“GASB 68’”) and
GASB Statement No. Statement No. 45, Accounting and Financial Reporting by Employers for
Postemployment Benefits Other than Pensions. The pension and other postemployment
obligations will be funded in future periods.

» The City’s business-type activities total net position is $2,252,010 and is more than prior year
by $205,662. Net investment in capital assets decreased $69,396 over prior year and reflects
the impact of annual deprecation and the reduction in the outstanding obligation under
capital leases. The deficit unrestricted net position of $225,165 improved by $275,058 and
reflects improved management of staffing and benefit costs and planning for capital
equipment replacement in the future in the Emergency Medical Services (EMS) Fund.

From the Fund Financial Statements

» Revenues reported in the governmental funds were $16,902,308 at September 30, 2017 and
are $616,108 less than governmental funds revenues of $17,518,416 reported last year. The
majority of the decrease in revenues was in the intergovernmental revenue category. The
City received $1,163,784 in intergovernmental revenues which is $1,031,426 less than in
2016. The capital grant funding received in fiscal year 2016 funded the following: airport
improvement funding used to constructed entrance way from US Highway 231 to Ozark
Airport, the addition of a terminal parking lot, phase Il of parking apron, and state ALDOT
funding to assist local funding to construct the airport terminal that opened in September
2016; the majority of the expenditures on the housing rehabilitations from a Community
Development Block Grant for housing rehabilitation and sidewalk improvements in 2016; and
the completion of the ALDOT ADA Improvement grant for ADA sidewalks improvements in
downtown Ozark in 2016.

» The General Fund reported a total fund balance of $2,253,959 at September 30, 2017. The

spendable unassigned portion of total fund balance is $1,434,314, the nonspendable is
$634,294, and restricted is $185,351. The net result of operations is a decrease of $50,847.
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Management’s Discussion and Analysis

As a measure of the General Fund’s liquidity, it may be useful to compare both spendable
unassigned fund balance and total fund balance to operating expenditures. Spendable
unassigned fund balance represents 11.0 percent of the total general fund operating
expenditures of $13,045,837 (total expenditures less capital outlay). The GFOA’s best practice
target for the spendable unassigned fund balance is 2 months operating expenditures, which
calculates to approximately $2,174,308. Total fund balance as a percentage of the general
operating expenditures is 17.3 percent.

Overview of the Financial Statements
The basic financial statements consist of three components:

Government-wide financial statements.
Fund financial statements.
Notes to financial statements.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview
of the City’s finances, in a manner similar to a private-sector business.

The statement of net position presents information on all of the City’s assets, deferred outflows of
resources, liabilities, deferred inflows of resources, and resulting net position. Over time, increases
or decreases in net position may serve as a useful indicator of whether the financial position of the
City is improving or deteriorating.

The statement of activities presents information showing how the government’s net position
changed during the most recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reported in this statement for some items that will only result in
cash flows in the future fiscal periods (e.g., uncollected taxes and earned but unused vacation and
sick leave).

Both of the government-wide financial statements distinguish functions of the City that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or a significant portion of their costs through user
fees and charges (business-type activities). The governmental activities of the City include such
functions as general government, education, police, fire, sanitation, street, and leisure services.
The business-type activities of the City include the Ozark Square Shopping Center and the EMS
program. All of these activities are collectively referred to in the financial statements as those of the
primary government.

The government-wide financial statements begin on page 16 of this report.



Management’s Discussion and Analysis

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The City, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. All of the funds of the City are classified as either governmental funds or
proprietary funds.

Governmental Funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike
the government-wide financial statements, governmental funds financial statements focus on near-
term inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information may be useful in evaluating a government’s
near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental funds balance sheet and the governmental funds
statement of revenues, expenditures and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The City maintains seventeen individual governmental funds. Information is presented separately
in the governmental funds balance sheet and in the governmental funds statement of revenues,
expenditures and changes in fund balances for the General Fund, Special Ad Valorem | Fund, and
Special Ad Valorem Il Fund that are considered to be major funds. Data from the other thirteen
governmental funds are combined into a single, aggregated presentation. Individual fund data for
each of these non-major governmental funds is provided in the form of combining statements in
the other information section of this report.

The City adopts an annual appropriated budget for all its governmental funds. A budgetary
comparison schedule has been provided for each major governmental fund to demonstrate
compliance with this budget.

The basic governmental fund financial statements and the budgetary comparison statements can
be found beginning on page 20 of this report.

Proprietary Funds. The City maintains two proprietary funds, one for the Ozark Square Shopping
Center and one for the Fire Department’s EMS Division. Both are enterprise funds. An enterprise
fund is used to determine operating income, changes in net position, financial position, and cash
flows. These funds are presented as part of the primary government in the government-wide
financial statements in columns labeled “business-type activities”. The City received the Ozark
Square Shopping Center in a donation in December 2008, and there are currently four business
tenants who rent retail space in the shopping center. The City plans to develop trailer park property
acquired in this fund in January 2010 as an extension of the Flowers Performing Arts Center and
into a multi-use recreational, fitness and aquatic center.
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Management’s Discussion and Analysis

In May 2010, the City approved the Fire Department implementing the EMS Division to provide
ambulance services to the City’s residents and to replace the current ambulance service provider.
Statistics related to EMS, in its seventh year of operations, are as follows:

Increase % Increase
Years ended September 30, 2017 2016 (Decrease) (Decrease)

Number of patients transported 4,174 3,804 370 9.7%

Six year average:

Gross charge per trip S 672
Net charge per trip S 421
Cash collection per trip S 297
Cash collection per trip as a percent of net charge

per trip 70.5%

Average cost per transport:

FY2016-17 S 270
FY2015-16 S 276
FY2014-15 S 295
FY2013-14 S 343
FY2012-13 S 375
FY2011-12 S 542
FY2010-11 S 440

Number of patients transported by payer type:
FY2016-17 % oftotal FY2015-16 % of total

Medicare 2,468 59.1% 2,310 60.7%
Medicaid 597 14.3% 515 13.5%
Other Insurance 679 16.3% 616 16.3%
Patient (no insurance) 430 10.3% 363 9.5%

The EMS program increased the net position by $351,992 in fiscal year 2017, this increase was
$144,966 more than the prior year’s increase in net position of $207,026. The advance EMS owes
to the General Fund at September 30, 2017 is $169,484 and is $303,182 less than the $472,667 at
September 30, 2016.

The basic proprietary fund financial statements can be found beginning on page 28 of this report.
Notes to Financial Statements
The notes provide additional information that is essential for a full understanding of the data

provided in the government-wide and fund financial statements. The notes to financial statements
can be found beginning on page 31 of this report.



Management’s Discussion and Analysis

Government-Wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. In the case of the City, governmental activities assets and deferred outflows of resources
exceed liabilities and deferred inflows of resources by $20,892,629 for fiscal year 2017, as
compared to $21,172,659 for fiscal year 2016.

Net Position, End of Year

Governmental Business-type Primary Government
Activities Activities Total
September 30, 2017 2016 2017 2016 2017 2016
Assets
Current and S 6,460,088 S 7,510,796 $ 438,775 S 421,363 S 6,898,863 S 7,932,159
other assets
Capital assets 34,677,326 34,470,679 2,582,353 2,697,286 37,259,679 37,167,965
Total assets 41,137,414 41,981,475 3,021,128 3,118,649 44,158,542 45,100,124
Deferred outflows
of resources 1,488,597 925,000 172,957 72,274 1,661,554 997,274
Liabilities
Current liabilities 1,696,318 2,279,029 251,338 555,499 1,947,656 2,834,528
Long-term
liabilities 18,008,452 17,388,677 675,431 570,668 18,683,883 17,959,345
Total liabilities 19,704,770 19,667,706 926,769 1,126,167 20,631,539 20,793,873
Deferred inflows
of resources 2,028,612 2,066,110 15,306 18,408 2,043,918 2,084,518
Net Position (Deficit)
Net investment in
capital assets 23,860,898 23,449,124 2,477,174 2,546,571 26,338,072 25,995,695
Restricted 564,351 358,287 - - 564,351 358,287
Unrestricted
(deficit) (3,532,620) (2,634,752) (225,164) (500,223) (3,757,784) (3,134,975)

Total net position $ 20892629 S 21,172,659 $ 2,252,010 S 2,046,348 S 23,144,639 S 23,219,007

By far, the largest portion of the City’s net position reflects its investment in capital assets (e.g.,
land, buildings, infrastructure, and equipment), less any related debt used to acquire those assets
that are still outstanding. The City uses these capital assets to provide services to citizens.
Although the City’s investment in capital assets is reported net of related debt, it should be noted
that the resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities.

An additional portion of the City’s net position represents resources that are subject to external
restrictions on how they may be used. The remaining balance of unrestricted net position may be
used to meet the City’s ongoing obligations. The City, at September 30, 2017 and 2016, reported
unrestricted deficits in governmental and business-type activities. The unrestricted deficit in
governmental activities was the result of the implementation of GASB 68 effective last fiscal year.
The governmental activities unrestricted deficit increased by $897,868, net investment in capital
assets increased by $342,378, and restricted net position increased by $206,064 over prior year. As
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Management’s Discussion and Analysis

noted previously, the City’s governmental activities net position decreased $280,030 and the
business-type activities increased $205,662, for a net decrease in total net positon during fiscal year
2017 of $74,368.

Operating Results for the Year

Governmental Business-type Primary Government
Activities Activities Total
Years ended September 30, 2017 2016 2017 2016 2017 2016
Program Revenues:
Charges for services $ 5,266,166 S 5,307,205 $ 1,479,365 $ 1,354,541 $ 6,745,531 S 6,661,746
Operating grants and contributions 387,429 329,129 - - 387,429 329,129
Capital grants and contributions 924,477 2,030,015 - - 924,477 2,030,015
General Revenues:
Property taxes 731,195 734,536 - - 731,195 734,536
Sales tax 7,042,900 6,729,822 - - 7,042,900 6,729,822
Motor fuel tax 1,276,419 1,031,932 - - 1,276,419 1,031,932
Other taxes 951,079 1,004,759 - - 951,079 1,004,759
Other 487,557 431,673 2,585 8 490,142 431,681
Total revenues 17,067,222 17,599,071 1,481,950 1,354,549 18,549,172 18,953,620
Functions/Program Expenses:
General government 2,259,540 2,301,151 - - 2,259,540 2,301,151
Police department 3,012,547 3,033,568 - - 3,012,547 3,033,568
Fire department 2,834,980 2,653,947 1,129,036 1,048,527 3,964,016 3,702,474
Street 942,023 873,644 - - 942,023 873,644
Sanitation 1,277,458 1,228,235 - - 1,277,458 1,228,235
Leisure services 1,776,624 1,717,166 - - 1,776,624 1,717,166
Engineering/inspections 142,853 129,088 - - 142,853 129,088
Vehicle maintenace 203,676 201,635 - - 203,676 201,635
Airport 219,265 110,289 - - 219,265 110,289
Judicial 208,614 217,377 - - 208,614 217,377
Appropriations 135,253 129,550 - - 135,253 129,550
Education 2,365,859 2,335,916 - - 2,365,859 2,335,916
Non-departmental 323,416 314,106 - - 323,416 314,106
Economic development 853,947 815,695 147,252 141,881 1,001,199 957,576
Ozark technology center 141,248 120,691 - - 141,248 120,691
Information techology 197,804 239,063 - - 197,804 239,063
Interest and fees on long term debt 442,414 351,622 - - 442,414 351,622
Amortization 9,731 11,875 - - 9,731 11,875
Total functions/program expenses 17,347,252 16,784,618 1,276,288 1,190,408 18,623,540 17,975,026
Increase (Decrease) in Net Position $  (280,030) $ 814453 $ 205662 $ 164,141 $  (74,368) $ 978,59

Financial Analysis of the City’s Funds

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.



Management’s Discussion and Analysis

Governmental Funds

The focus of the City’s governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the City’s
financing requirements. In particular, spendable fund balance may serve as a useful measure of a
government’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the City’s governmental funds report combined ending fund
balances of $3,704,463, a decrease of $250,811 in comparison with the prior year. Spendable
unassigned fund balances of $1,434,314 represents 38.7 percent of the ending total fund balances
and are available to meet the City’s short-term spending needs. The remainder of fund balance
that is nonspendable is $634,294 and the spendable, restricted amount is $1,635,855 to indicate
that it is not available for new spending because it has already been committed to grants accounted
for in the general and special revenue funds.

The General Fund is the chief operating fund of the City. At the end of the current fiscal year,
spendable unassigned fund balance of the General Fund is $1,434,314 while the total fund balance
was $2,253,959. The net result of General Fund operations is a decrease in the General Fund’s fund
balance of $50,847. As a measure of the General Fund’s liquidity, it may be useful to compare both
spendable unassigned fund balance and total fund balance to total operating expenditures.
Spendable unassigned fund balance represents 11.0 percent of total General Fund operating
expenditures of $13,045,837 while total fund balance represents 17.3 percent of that same
amount. The recommended best practice target for the spendable unassigned fund balance should
be no less than two months operating expenditures. Two months operating expenditures
(expenditures less capital outlay of $13,045,837 would be approximately $2,174,308, the City is
currently at $1,434,314).

Total Governmental Funds

September 30, 2017 2016 Change

Assets
Cash and cash equivalents S 2,282,691 S 3,127,059 S (844,368)
Receivables, net 3,485,924 3,540,745 (54,821)
Due from other funds 178,869 769,550 (590,681)
Other assets 13,473 16,985 (3,512)
Restricted cash and cash equivalents 508,516 353,340 155,176
Total assets S 6,469,473 S 7,807,679 S (1,338,206)
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Management’s Discussion and Analysis

Liabilities, Deferred Inflows of Resources, and Fund Balances

Liabilities
Accounts payable S 357,801 S 1,269,947 S (912,146)
Due to other funds 9,385 296,883 (287,498)
Accrued payroll 292,010 239,001 53,009
Other accrued expenses 184,946 110,741 74,205
Total liabilities 844,142 1,916,572 (1,072,430)
Deferred inflows of resources 1,920,868 1,935,833 (14,965)
Fund balances
Nonspendable 634,294 971,645 (337,351)
Restricted 1,635,855 1,713,440 (77,585)
Unassigned 1,434,314 1,270,189 164,125
Total fund balances 3,704,463 3,955,274 (250,811)

Total liabilities, deferred inflows of
resources, and fund balances S 6,469,473 S 7,807,679 S (1,338,206)

Total Governmental Funds

Years ended September 30, 2017 2016 Changes
Revenues
Taxes $ 11,289,642 S 10,804,655 S 484,987
Licenses and permits 1,673,157 1,747,111 (73,954)
Intergovernmental 1,163,784 2,195,210 (1,031,426)
Charges for services 1,563,197 1,550,395 12,802
Fines and forfeitures 524,459 542,751 (18,292)
Investment earnings 25,595 25,492 103
Miscellaneous 662,474 652,802 9,672
Total revenues 16,902,308 17,518,416 (616,108)

Revenues for FY 2017 from governmental funds were more than FY 2016 revenues by $616,108.
The majority of the decrease came from intergovernmental revenues less than prior year by
$1,031,426, which was a reduction in grant proceeds for airport improvement projects, reduction in
CDBG grant for housing rehabilitation, and reduction in ALDOT Transportation Alternative Project
grant for ADA sidewalk improvements in downtown Ozark. The majority of the increase in tax
revenues of $484,987 was due in fiscal year 2017 having 12 months of the increase in the local fuel
tax from $0.02 per gallon to $0.06 per gallon and slight improvement in sales and use taxes.
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Total Governmental Funds

Management’s Discussion and Analysis

Years ended September 30, 2017 2016 Changes
Expenditures
General government 1,142,090 S 1,372,542 S (230,452)
Education 2,365,859 2,335,916 29,943
Vehicle maintenance 201,870 197,988 3,882
Police department 2,784,283 2,814,838 (30,555)
Information technology 155,317 208,251 (52,934)
Fire department 2,559,246 2,426,673 132,573
Airport 190,732 104,304 86,428
Sanitation 1,141,123 1,131,073 10,050
Street 888,610 821,489 67,121
Leisure services 1,579,003 1,534,265 44,738
Appropriations 135,253 129,550 5,703
Judicial 199,990 210,406 (10,416)
Economic development 782,990 739,961 43,029
Engineering/inspections 133,076 126,399 6,677
Ozark technology center 115,453 94,691 20,762
Non-departmental 323,416 314,076 9,340
Debt service
Principal 667,630 474,429 193,201
Interest, fees and issuance costs 363,283 351,621 11,662
Capital outlay 1,932,865 4,693,667 (2,760,802)
Total expenditures 17,662,089 20,082,139 (2,420,050)
Excess (deficiency) of revenues over
expenditures (759,781) (2,563,723) 1,803,942
Other Financing Sources (Uses)
Transfers in, net 50,000 49,999 1
Net proceeds from long term debt 3,342,128 2,844,541 497,587
Payment to refunded bond escrow agent (2,959,132) - (2,959,132)
Proceeds from sale of capital assets and
loss recoveries 75,974 17,493 58,481
Total other financing sources 508,970 2,912,033 (2,403,063)
Excess (deficiency) of revenues and other
sources over expenditures (250,811) 348,310 (599,121)
Fund Balances - beginning 3,955,274 3,606,964 348,310
Fund Balances - ending 3,704,463 S 3,955,274 S (250,811)
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Management’s Discussion and Analysis

General Fund Budgetary Highlights

Budget to actual statements and schedules are provided in the financial statements for all major
funds. Budget columns are provided for both the original budget adopted as well as the final
budget. A column for actual expenditures and a column for differences between final budget and
actual expenditures follow these columns.

General Fund revenues came in below budgeted amounts by $576,866. The majority of $99,331
budget reduction in tax revenues was due to the actual local option fuel revenues being under
budget by $44,551 and ad valorem tax revenues being under budget by $39,369. The majority of
the $193,758 of budget reductions was in relation to licenses and permits.

General Fund operating expenditures (excluding capital outlay) were under the final amended
budget by $419,854. This reflects operating estimated expenditures coming in under budget due to
continued efforts by departments to keep positions vacated for several months before filling.

Capital Assets

The City’s investment in capital assets for governmental activities as of September 30, 2017
amounts to $34,677,326 (net of accumulated depreciation). The City’s investment in capital assets
for business-type activities as of September 30, 2017, amounts to $2,582,353 (net of accumulated
depreciation). This investment in capital assets includes land; improvements and infrastructure;
buildings; equipment; and construction in progress. Governmental activities construction in
progress decreased by $2,143,330 as several capital improvement projects which were competed in
fiscal year 2017. Capital improvement projects completed in fiscal year 2017 included: the 2016
street resurfacing from the GO Bonds, Series 2016 issued in May 2016; the Downtown ADA
sidewalk project; the painting and siding repairs to the Holman House; and the completion of the
Steagall Park Restroom and splash pad. Additional information on the City’s capital assets can be
found in Note 7 of this report.

Capital Assets (net of depreciation)

Governmental Activities  Business-type Activities Primary Government Total

9/30/2017 9/30/2016 9/30/2017 9/30/2016 9/30/2017 9/30/2016

Land $5,382,658 $5,400,558 $ 573,045 $573,045 $ 5,955,703 $5,973,603
Construction in

progress 95,738 2,239,068 - - 95,738 2,239,068
Improvements/

infrastructure 18,865,055 16,165,265 - - 18,865,055 16,165,265
Buildings 7,405,155 7,621,552 1,856,796 1,909,127 9,261,951 9,530,679
Equipment 2,062,927 2,252,417 10,474 50,042 2,073,401 2,302,459
Property under

capital lease 865,793 791,819 142,038 165,072 1,007,831 956,891
Total $34,677,326 534,470,679 $2,582,353 $2,697,286 $ 37,259,679 537,167,965
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Management’s Discussion and Analysis

Long-Term Debt

The City Council on April 4, 2017, approved a 48 month financing with Commercial Bank for six work
vehicles for the Fire Department (1), Public Works (3), and Leisure Services (2) in the amount of
$146,236.

The City Council approved an ordinance on June 6, 2017, for the purpose of acquiring and
construction certain municipal improvements, paying issuance costs and partially advance
refunding $2,880,000 of the General Obligation Bonds, Series 2011 with a new $3,140,000 General
Obligation Bond, Series 2017. The net present value savings on the partial refunding was $142,836.

The City Council approved a 48 month financing with Commercial Bank of Ozark on September 19,
2017 in the amount of $36,600 for the purchase of one work vehicle for the Police Department-
Animal Control operation.

The net pension liability reflects compliance with the implementation of two new GASB Statements:
GASB 68 and GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to the
Measurement Date-an amendment of GASB Statement No. 68. These Statements established new
accounting and financial reporting for governments that provide their employees with pension
benefits. The RSA provided each participating employer of the ERS with the accounting entries to
include in the financial statements for fiscal year 2017. Additional information on the City’s long-
term debt can be found in Note 9 of this report.

Long-term Debt
Governmental Activities Business-type Activities Primary Government Total

9/30/2017 9/30/2016 9/30/2017 9/30/2016 9/30/2017 9/30/2016

Capital leases $ 651,513 $ 686307 $ 105179 $ 150,715 $ 756,692 S 837,022
Bonds payable, net 10,164,916 10,335,248 - - 10,164,916 10,335,248
Compensated

absences 310,659 296,029 20,942 16,107 331,601 312,136
Net pension liability 5,521,260 4,749,165 384,178 277,894 5,905,438 5,027,059
Other

postemployment

benefit obligation 2,221,666 1,981,268 211,408 171,488 2,433,074 2,152,756
Total $18,870,014 $18,048,017 $ 721,707 $ 616,204 $19,591,721 $ 18,664,221

Significant Economic Factors

The Mayor and City Council considered many factors when developing the fiscal year 2017-18
budget. A budget of $16.8 million was adopted for the General Fund, $6.9 million in Special
Revenue Funds, and $1.7 million in Enterprise Funds on August 15, 2017.

» The local government health insurance carrier (Blue Cross/Blue Shield of Alabama)
continues to offer an annual health screening to all employees and again if the City has 80
percent of its enrolled employees participate the City will receive a wellness discount of $10
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Management’s Discussion and Analysis

per employee per month. The City reached the required employee participation in 2016
and expects to meet that level of participation for 2017 and the estimated savings in health
insurance premiums is approximately $19,500. The City did receive a health rate increase of
1.5 percent for calendar year 2018.

» The 2017-18 budget does include a step increase adjustment of approximately 2.5%. The
salary and benefits budget reflects a staffing reorganization which reflects a reduction in
staffing allocations of 5 positions.

> Estimated expenditures for Troy University of $7,000 will be the fourth year of a five year
commitment, and the City has budgeted one-third of the cost of a marketing study which is
$9,000 the other two entities budgeting the other two-thirds of the study is the Dale
Medical Center and the Ozark City Schools.

» The City projected slight increases in revenues in sales and use tax due to the future
opening of a poultry retail, expansion of restaurant facilities and consumer optimism as a
result of reduction in the Dale County unemployment rate over last year.

» Dale County unemployment rate for September 2017 was 3.4 percent and the rate for
September 2016 was 6.0 percent.

These factors were considered in preparing the City’s budget for fiscal year 2017-18.

Requests For Information

This financial report is designed to provide a general overview of the City’s finances for all those
with an interest in the government’s finances. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to the
City Clerk/Chief Financial Officer, City of Ozark, Office of the City Clerk, P.O. Box 1987, Ozark,
Alabama 36361.

Under the provisions of GASB Statement No. 61, The Financial Reporting Entity: Omnibus, the Ozark
City Board of Education (the “BOE”) is reported as a discretely presented component unit of the
City’s financial statements in a separate column in the government-wide statements to emphasize
that it is legally separate from the City. Complete financial statements for the BOE may be obtained
from the entity’s administrative office, Chief School Financial Officer, 1044 Andrews Avenue, Ozark,
AL 36360.
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City of Ozark, Alabama
Statement of Net Position
September 30, 2017

Component
Primary Government Unit
Ozark City
Governmental Business-type Board of
Activities Activities Total Education
Assets
Current assets
Cash and cash equivalents $ 2,282,691 S 183,868 S 2,466,559 S 14,284,661
Investments - - - 47,756
Receivables, net 3,485,924 254,907 3,740,831 1,511,616
Other assets 13,473 - 13,473 61,665
Due from other funds 169,484 - 169,484 -
Total current assets 5,951,572 438,775 6,390,347 15,905,698
Restricted cash and cash
equivalents 508,516 - 508,516 -
Capital assets
Capital assets, net of depreciation 29,198,930 2,009,308 31,208,238 24,544,683
Land and other nondepreciable
capital assets 5,478,396 573,045 6,051,441 4,887,744
Total capital assets 34,677,326 2,582,353 37,259,679 29,432,427
Total assets 41,137,414 3,021,128 44,158,542 45,338,125
Deferred Outflows of Resources
Deferred outflows related to pension 1,404,101 172,957 1,577,058 3,004,239
Deferred charge on debt refunding 84,496 - 84,496 -
Total deferred outflows of resources 1,488,597 172,957 1,661,554 3,004,239
Liabilities
Current liabilities
Accounts payable 357,801 8,507 366,308 90,254
Accrued payroll and other
accrued expenses 476,956 27,071 504,027 1,489,994
Due to other funds - 169,484 169,484 -
Notes payable - - - 123,419
Amounts due under capital leases 311,937 46,276 358,213 -
Bonds payable 549,624 - 549,624 158,387
Total current liabilities 1,696,318 251,338 1,947,656 1,862,054
-Continued-

-16 -



City of Ozark, Alabama
Statement of Net Position (Continued)
September 30, 2017

Component
Primary Government Unit
Ozark City
Governmental Business-type Board of
Activities Activities Total Education
Noncurrent liabilities
Notes payable - - - 1,158,571
Amounts due under capital leases 339,575 58,903 398,478 -
Bonds payable, net 9,615,292 - 9,615,292 27,010,731
Compensated absences 310,659 20,942 331,601 -
Net pension liability 5,521,260 384,178 5,905,438 18,607,000
Other post-employment
benefits obligation 2,221,666 211,408 2,433,074 -
Total noncurrent liabilities 18,008,452 675,431 18,683,883 46,776,302
Total liabilities 19,704,770 926,769 20,631,539 48,638,356
Deferred Inflows of Resources
Deferred inflows related to pension 107,744 15,306 123,050 1,585,000
Unearned property taxes 1,920,868 - 1,920,868 1,005,923
Total deferred inflows of resources 2,028,612 15,306 2,043,918 2,590,923
Net Position (Deficit)
Net investment in capital assets 23,860,898 2,477,174 26,338,072 981,319
Restricted for:
Capital outlay 185,351 - 185,351 -
Debt service 378,931 - 378,931 -
Education 69 - 69 -
Unrestricted (deficit) (3,532,620) (225,164) (3,757,784) (3,868,234)
Total net position $ 20,892,629 $ 2,252,010 S 23,144,639 (2,886,915)

See accompanying notes to the financial statements.
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City of Ozark, Alabama
Statement of Activities
For the Year Ended September 30, 2017

Program Revenues

Charges for Operating Grants Capital Grants and

Functions/Programs Expenses Services and Contributions Contributions
Primary Government
Governmental Activities:
General government S 2,259,540 S 1,848,787 S 15,933 $ 328,749
Police department 3,012,547 163,808 82,299 -
Fire department 2,834,980 185,471 10,815 -
Street 942,023 - - 495,651
Sanitation 1,277,458 1,301,107 - -
Leisure services 1,776,624 239,809 61,692 -
Engineering/inspections 142,853 - - -
Vehicle maintenance 203,676 - - -
Airport 219,265 51,722 - 100,077
Judicial 208,614 - - -
Appropriations 135,253 - - -
Non-departmental 323,416 - - -
Economic development 853,947 - 216,690 -
Ozark technology center 141,248 - - -
Information technology 197,804 - - -
Education 2,365,859 1,475,462 - -
Interest 360,470 - - -
Fees on long term debt 81,944 - - -
Amortization 9,731 - - -
Total governmental activities 17,347,252 5,266,166 387,429 924,477
Business-type Activities:
Emergency medical services 1,129,036 1,386,969 - -
Ozark square shopping center 147,252 92,396 - -
Total business-type activities 1,276,288 1,479,365 - -
Total primary government $18,623,540 S 6,745,531 S 387,429 S 924,477
Component Unit
Ozark City Board of Education $22,491,445 S 1,831,935 S 14,849,090 $ 779,364

See accompanying notes to the financial statements.



Net (Expense) Revenue
and Changes in Net Position

Primary Government Component Unit
Governmental Business-type Ozark City Board
Activities Activities Total of Education
S (66,071) S - S (66,071) S -
(2,766,440) - (2,766,440) -
(2,638,694) - (2,638,694) -
(446,372) - (446,372) -
23,649 - 23,649 -
(1,475,123) - (1,475,123) -
(142,853) - (142,853) -
(203,676) - (203,676) -
(67,466) - (67,466) -
(208,614) - (208,614) -
(135,253) - (135,253) -
(323,416) - (323,416) -
(637,257) - (637,257) -
(141,248) - (141,248) -
(197,804) - (197,804) -
(890,397) - (890,397) -
(360,470) - (360,470) -
(81,944) - (81,944) -
(9,731) - (9,731) -
(10,769,180) - (10,769,180) -
- 257,933 257,933 -
- (54,856) (54,856) -
- 203,077 203,077 -

$ (10,769,180) $ 203,077 $ (10,566,103) $ -

S - S - S - S (5,031,056)

-Continued-
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City of Ozark, Alabama
Statement of Activities (Continued)
For the Year Ended September 30, 2017

Net (Expense) Revenue
and Changes in Net Position

Primary Government Component Unit
Governmental Business-type Ozark City Board
Functions/Programs Activities Activities Total of Education
General Revenues

Sales taxes S 7,042,900 S - S 7,042,900 S 2,499,753
Motor fuel taxes 1,276,419 - 1,276,419 -
Property taxes 731,195 - 731,195 2,447,209
Alcoholic beverage taxes 153,631 - 153,631 -
Lodging taxes 132,876 - 132,876 -
Tobacco taxes 269,667 - 269,667 -
Other taxes 394,905 - 394,905 8,807
Miscellaneous 209,696 2,578 212,274 648,822
Rental income 94,325 - 94,325 -
Franchise fees 157,941 - 157,941 -
Investment earnings 25,595 7 25,602 224,547
Total general revenues 10,489,150 2,585 10,491,735 5,829,138
Change in net position (280,030) 205,662 (74,368) 798,082
Net Position - beginning 21,172,659 2,046,348 23,219,007 (3,684,997)
Net Position - ending S 20,892,629 § 2,252,010 $§ 23,144,639 S (2,886,915)

See accompanying notes to the financial statements.
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City of Ozark, Alabama
Balance Sheet-Governmental Funds
September 30, 2017

Special Ad Special Ad
General Fund Valorem | Valorem Il
Assets
Cash and cash equivalents S 1,248,789 S 24 S 45
Receivables 2,068,745 657,501 657,501
Due from other funds 171,528 - -
Prepaids 11,854 - -
Inventory 1,619 - -
Restricted cash and cash equivalents 174,258 - -
Total assets S 3,676,793 S 657,525 S 657,546
Liabilities, Deferred Inflows of Resources and Fund Balances
Liabilities
Accounts payable S 302,873 § 14,899 S 14,899
Due to other funds 7,341 - -
Accrued payroll 292,010 - -
Other accrued expenses 184,946 - -
Total liabilities 787,170 14,899 14,899
Deferred inflows of resources
Unearned property taxes 635,664 642,602 642,602
Fund balances
Nonspendable 634,294 - -
Restricted 185,351 24 45
Unassigned 1,434,314 - -
Total fund balances 2,253,959 24 45
Total liabilities, deferred inflows of
resources, and fund balances S 3,676,793 $§ 657,525 S 657,546

See accompanying notes to the financial statements.



Other Total
Governmental Governmental
Funds Funds
S 1,033,833 S 2,282,691

102,177 3,485,924
7,341 178,869

- 11,854

- 1,619

334,258 508,516

S 1,477,609 S 6,469,473
S 25,130 $ 357,801
2,044 9,385

- 292,010

- 184,946

27,174 844,142

- 1,920,868

- 634,294

1,450,435 1,635,855

- 1,434,314

1,450,435 3,704,463
S 1,477,609 S 6,469,473
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D
City of Ozark, Alabama
Reconciliation of the Balance Sheet-Governmental Funds
to the Statement of Net Position
September 30, 2017

Differences in amounts reported for governmental activities in the Statement of Net Position:

Total fund balance - governmental funds S 3,704,463

Capital assets used in governmental activities are not current financial
resources and therefore are not reported in the fund financial statement, but
are reported in the governmental activities of the Statement of Net Position. 34,677,326

Some liabilities are not due and payable in the current period and are not
included in the fund financial statement, but are included in the governmental
activities of the Statement of Net Position:

Capital leases payable (651,513)
Bonds payable, net (10,164,915)
Deferred charges on debt refunding (amortized as interest expense) 84,496
Net pension liability (5,521,260)
Deferred outflows related to pension 1,404,101
Deferred inflows related to pension (107,744)
Accrued compensated absences (310,659)
Accrued other post-employment benefits (2,221,666)
Net position of governmental activities in the statement of net position S 20,892,629

See accompanying notes to the financial statements.
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City of Ozark, Alabama

Statement of Revenues, Expenditures and Changes in Fund Balances-

Governmental Funds

For the Year Ended September 30, 2017

Special Ad Special Ad
General Fund Valorem | Valorem Il
Revenues
Taxes S 9,629,283 §$ 737,731 S 737,731
Licenses and permits 1,673,157 - -
Intergovernmental 447,127 - -
Charges for services 1,563,197 - -
Fines and forfeitures 524,459 - -
Investment earnings 22,986 - -
Miscellaneous 653,920 - -
Total revenues 14,514,129 737,731 737,731
Expenditures
General government 1,062,154 - -
Education 890,397 737,731 737,731
Vehicle maintenance 201,870 - -
Police department 2,743,819 - -
Information technology 155,317 - -
Fire department 2,559,246 - -
Airport 190,732 - -
Sanitation 1,141,123 - -
Street 850,432 - -
Leisure services 1,579,003 - -
Appropriations 135,253 - -
Judicial 181,556 - -
Economic development 782,990 - -
Engineering/inspections 133,076 - -
Ozark technology center 115,453 - -
Non-departmental 323,416 - -
Debt service
Principal - - -
Interest - - -
Dues, fees and issuance costs - - -
Capital outlay 518,573 - -
Total expenditures 13,564,410 737,731 737,731
Excess (deficiency) of revenues over
expenditures 949,719 - -

See accompanying notes to the financial statements.



Other Total
Governmental Governmental
Funds Funds
S 184,897 11,289,642
- 1,673,157
716,657 1,163,784
- 1,563,197
- 524,459
2,609 25,595
8,554 662,474
912,717 16,902,308
79,936 1,142,090
- 2,365,859
- 201,870
40,464 2,784,283
- 155,317
- 2,559,246
- 190,732
- 1,141,123
38,178 888,610
- 1,579,003
- 135,253
18,434 199,990
- 782,990
- 133,076
- 115,453
- 323,416
667,630 667,630
281,338 281,338
81,945 81,945
1,414,292 1,932,865
2,622,217 17,662,089
(1,709,500) (759,781)
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D
City of Ozark, Alabama
Statement of Revenues, Expenditures and Changes in Fund Balances-
Governmental Funds (Continued)
For the Year Ended September 30, 2017

Special Ad Special Ad
General Fund Valorem | Valorem Il
Other Financing Sources (Uses)
Proceeds from long term debt, net 182,836 - -
Payment to refunded bond escrow agent - - -
Proceeds from sale of capital assets 43,009 - -
Loss recoveries 32,965 - -
Transfers in (out), net (1,259,376) - -
Total other financing sources (uses) (1,000,566) - -
Excess revenues and other financing sources
over (under) expenditures and other (uses) (50,847) - -
Fund Balances - beginning 2,304,806 24 45
Fund Balances - ending S 2,253,959 S 24 S 45

See accompanying notes to the financial statements.



Other Total
Governmental Governmental
Funds Funds
3,159,292 3,342,128
(2,959,132) (2,959,132)
- 43,009
- 32,965
1,309,376 50,000
1,509,536 508,970
(199,964) (250,811)
1,650,399 3,955,274
S 1,450,435 S 3,704,463
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D
City of Ozark, Alabama
Reconciliation of the Statement of Revenues, Expenditures and Changes in
Fund Balances-Governmental Funds to the Statement of Activities
For the Year Ended September 30, 2017

Differences in amounts reported for governmental activities in the Statement of Activities:

Net change in fund balances - total governmental funds: S (250,811)

Governmental funds report outlays for capital assets as expenditures because
such outlays use current financial resources. In contrast, the Statement of
Activities reports only a portion of the outlay as expense. The outlay is
allocated over the assets' estimated useful lives as depreciation expense for the
period. 1,932,865

Depreciation expense on governmental capital assets is included in the
governmental activities in the Statement of Net Position. (1,765,150)

Repayment of debt is reported as an expenditure in governmental funds, but as
a reduction in long-term liabilities in the Statement of Net Position. 3,547,254

Net proceeds from the issuance of long-term debt recorded as other financing
source in governmental funds. (3,342,128)

Additional interest expense due to deferred charges on refunding and issuance
discounts. 69,777

The net effect of various miscellaneous transactions involving capital assets
(i.e., exchanges, loss recoveries) is to increase net position. (40,199)

Some expenses reported in the statement of activities do not require the use of
current financial resources and therefore are not reported as expenditures in
governmental funds:

Net pension liablility (176,610)
Other post employment health benefits liability (240,398)
Compensated absences (14,630)
Change in net position of governmental activities S (280,030)

See accompanying notes to the financial statements.
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City of Ozark, Alabama
Statement of Revenues, Expenditures and Changes in Fund Balance-

Budget and Actual — General Fund

For the Year Ended September 30, 2017

Variance with

Final Budget -
Original Actual Positive
Budget Final Budget Amounts (Negative)
Revenues
Taxes $ 9,567,450 S 9,728,614 S 9,629,283 S (99,331)
Licenses and permits 1,738,073 1,721,895 1,673,157 (48,738)
Intergovernmental 364,848 532,516 447,127 (85,389)
Charges for services 1,742,312 1,756,955 1,563,197 (193,758)
Fines and forfeitures 576,962 577,586 524,459 (53,127)
Investment earnings 22,948 22,948 22,986 38
Miscellaneous 591,857 750,481 653,920 (96,561)
Total revenues 14,604,450 15,090,995 14,514,129 (576,866)
Expenditures
General government 1,347,799 1,125,538 1,062,154 63,384
Education 879,843 890,398 890,397 1
Vehicle maintenance 211,978 213,339 201,870 11,469
Police department 2,843,271 2,900,497 2,743,819 156,678
Information technology 217,220 202,220 155,317 46,903
Fire department 2,521,296 2,627,136 2,559,246 67,890
Airport 229,160 203,481 190,732 12,749
Sanitation 1,165,766 1,160,194 1,141,123 19,071
Street 799,467 853,927 850,432 3,495
Leisure services 1,477,281 1,580,260 1,579,003 1,257
Appropriations 134,753 135,253 135,253 -
Judicial 184,943 190,241 181,556 8,685
Economic development 865,574 791,388 782,990 8,398
Engineering/inspections 129,465 135,304 133,076 2,228
Ozark Technology Center 115,799 121,067 115,453 5,614
Non-departmental 307,686 335,448 323,416 12,032
Capital outlay 398,000 864,193 518,573 345,620
Total expenditures 13,829,301 14,329,884 13,564,410 765,474
Excess of revenues over expenditures 775,149 761,111 949,719 188,608
Other Financing Sources (Uses)
Proceeds from long-term debt, net 155,000 191,600 182,836 (8,764)
Proceeds from insurance 1,000 2,900 - (2,900)
Proceeds from the sale of capital assets 5,000 23,173 43,009 19,836
Loss recoveries 1,000 25,408 32,965 7,557
Transfers in (out), net (925,477) (1,133,238) (1,259,376) (126,138)
Total other financing sources (uses) (763,477) (890,157) (1,000,566) (110,409)
Excess (deficiency) of revenues and other
sources (uses) over expenditures 11,672 (129,046) (50,847) 78,199
Fund Balance - beginning 2,286,214 2,304,811 2,304,806 (5)

Fund Balance - ending

$ 2,297,886 S 2,175,765 S 2,253,959 S

78,194

See accompanying notes to the financial statements.
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City of Ozark, Alabama
Statement of Revenues, Expenditures and Changes in Fund Balance-
Budget and Actual — Special Ad Valorem Fund |

For the Year Ended September 30, 2017

Variance with

Final Budget -
Original Actual Positive
Budget Final Budget Amounts (Negative)
Revenues
Taxes S 741,362 § 741,362 S 737,731 S (3,631)
Expenditures
Education 741,362 741,362 737,731 3,631
Excess revenues over expenditures - - - -
Fund Balance - beginning 